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THE OUTLOOK FOR COOPERATIVE MARKETING. 

E. G. Nourse, 
Iowa State College. 

Cooperation is a form of business organization which has emerged 
in the slow evolution of economic institutions to meet the needs of 
the complex life of today. It is destined, I believe, to play a part as 
large and as brilliant as that of the old-line corporation and the 
" trust " so-called. Among the various lines of business to which the 
cooperative form of organization may be applied, agriculture stands 
out as the one of greatest importance thus far and will perhaps always 
remain so. And within the industry of agriculture, marketing is the 
functional division within which cooperative organization bids fair to 
find its largest field of usefulness. I am bound to feel, therefore, 
that the outlook for cooperative marketing presents a broad and in- 
spiring view. 

But however great one's faith in the ultimate outcome of coopera- 
tive marketing, he must be pardoned if some doubts assail him from 
time to time with reference to the immediate outlook. The move- 
ment sometimes seems in danger, if not of being "killed with kind- 
ness," at least of suffering serious damage at the hands of its too 
ardent friends. As one returns home now and again from the glowing 
fellowship of cooperative conferences where propagandists have 
promised miracles of marketing reform swiftly brought to pass under 
cooperative auspices, one wonders whether we should indeed go 
digging for this pot of gold at the end of the rainbow, or whether 
we could perhaps wield spade and hoe to better purpose in our own 
back -yard potato patch. Looking about at the stumbling and some- 
times even destructive efforts of the mere human beings to whom we 
must look for the bringing of this promised millennium to pass, one 
realizes that it is a condition and not a theory which confronts us. 

From quantitative data of achievement, furnished by estimates of 
the thousands of associations, the hundreds of thousands of members, 
the millions of dollars' worth of goods handled, we are constrained to 
turn our thoughts to the qualitative problem of whether the flow of 
goods to market is actually rendered more orderly, more expeditious, 
more economical, in a word more efficient by these new agencies. 
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Success is a relative term, and in .attempting to apply a measure to 
the achievements of cooperation we must bear clearly in mind the two 
quite different ideals which have been set up as possible objectives 
of the movement. Baldly stated, these two goals proposed by Ameri- 
can cooperators are, on the one hand, centralized market control and, 
on the other, decentralized business organization for the more efficient 
standardization, assembly, and market distribution of farm products. 
Obviously, these two ideals are not antithetical nor even mutually ex- 
clusive. But they do differ materially and significantly in general 
outlook and intention as well as in methods of procedure. They 
differ in degree and particularly in the length of time which enters 
into their considerations. 

To waste no words, then, I shall state it as my conviction that the 
outlook for cooperative marketing after the first of these patterns is 
extremely bad. Several specific projects of this kind are definitely 
before us at the present time, aiming to set up a national agency for 
administering the market supply of a given class of products so as to 
" control " or " stabilize " the market in the interest of their members. 
In their first and worst form they proposed to " fix prices " on a cost 
plus basis through control of seventy-five per cent or some other 
necessary fraction of the product. Fortunately, they have in general 
now receded from this position, but still are pinning an enormous and 
naive faith to promises of vast improvement in prices to be brought 
about through statistical bureaus of impossible omniscience and 
through supply manipulation of dubious efficacy and of uncertain 
physical and financial practicability. 

It would be extremely unfortunate if the interest in and enthusiasm 
for cooperative marketing which is being manifested at the present 
time were to be largely dissipated in attempts to do the impossible at 
the terminal market, whilst the necessary work of organizing the pro- 
ducing territory solidly and effectively was neglected. But it appears 
that just that mistake is being made today by several prominent 
agencies which have been entrusted with the leadership of the farm- 
ers' marketing movement. As for myself, I can not see in their pro- 
posals the reflection of a true understanding of the nature of the 
price-making process or the character and extent of present defects 
or abuses in our marketing machinery. On the other hand, there is 
a dangerous under-emphasis of the great and difficult task of organ- 
izing the rank and file of producers so as to carry out comprehensively 
and effectively such plans of coordination as really are called for. 
It seems, for instance, to be assumed that there is now a suitably 
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organized cooperative elevator system functioning efficiently over the 
producing area and ready to gear in promptly and effectively into 
these central market agencies. Or it is assumed that a like desirable 
condition maintains today or can be promptly brought about in the 
live-stock industry. The fact is that the farmers' elevator movement, 
despite its very real and very great achievements and its undoubted 
permanence, has not really worked out the problems of cooperative 
local grain handling, but represents a partially mutualized private 
business, whose commercial management is on a level probably a little 
lower than the low plane of small-town business in general, and is, 
moreover, just coming to grips with certain internal difficulties which 
have been silently gathering force for some years and are inherent in 
■ their general scheme of organization. The live-stock shipping move- 
ment is so young as to be in most places only a provisional form of 
organization which has hardly worked out suitable principles of 
organization, to say nothing of the subsequent problems of successful 
management. Conditions amongst local cooperative dairy organiza- 
tions are possibly a little, but only a little, better than either of the 
above. I doubt if it is essentially different in cotton, tobacco, or any 
of the other products for which " national " plans have been proposed. 

The chief weakness in recent large-scale proposals (aside from a 
faulty price philosophy) has been a failure to judge, the size of the 
business unit necessary for efficiency. Possibly because of their 
initial impetus in the direction of price-fixing they have been unable 
to orient themselves to the idea that effective work can be done on 
less than a national scale. In the fear of making their zone of opera- 
tions smaller than the scope of their marketing problem, they have 
run past themselves and included essentially separate industries, 
diverse interests, and geographically remote and economically com- 
petitive areas. This not only complicates their marketing task un- 
duly, but also sows the seeds of dissension, instead of coordinating 
such an area and scope of business as is inherently susceptible of 
unification. 

It is noteworthy that no project of large-scale cooperative market- 
ing is launched without great stress being laid on the allegation that 
it is " built from the ground up." In a number of outstanding cases, 
however, this appears upon examination to be mere lip service to a 
worthy ideal whose real meaning has unfortunately been missed. In 
point of fact evidently chief attention and effort were devoted to 
planning the crowning glories of a central marketing scheme, after 
which a few proposals for connecting this with the grower were 
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rather hastily sketched in. If a parable may be permitted, I would 
voice a fear lest these architects are proposing to build a massive 
dome, heavy with stone-work, ornate with carving, and glittering afar 
with gold-leaf, but set upon a quite inadequate substructure, its walls 
in places only just begun, in others cracked and broken, and the whole 
never designed to carry such a superstructure. Possibly the perti- 
nent question is whether we do not need just now to build plain but 
commodious working quarters rather than to let our interest and 
effort run so much to dome and pinnacle. 

In its ultimate development cooperative organization should, to be 
sure, afford the means whereby the achievements of big business are 
made available to the farming industry. But we must not be so 
dazzled by the swift and sweeping victories of certain great captains 
of industry as to expect exactly to duplicate their exploits either in 
magnitude or in speed. It is well to remember that the trust builders 
dealt with business units already grown large and solid through many 
years of development under the hands of trained and selected business 
men. They had become entrenched in financial power and, under 
their centralized plan of organization, a quite small number of indi- 
viduals were delegated plenary powers to pledge and to deliver the 
support of a whole industry. Farmers, even when they cooperate, 
propose to retain a maximum of individual independence. The " man 
on horseback " has no place in the rural cooperative scheme of things. 
But in freeing ourselves from such domination and the frequent abuse 
of the autocrat's power we must likewise forego the hope of seeing 
great results achieved in the grand manner. We must take up the 
burden of slower education and discipline of great democratic masses 
such as will in time weld them into orderly, self -controlled bodies 
moving forward slowly but with irresistible force and with unbreak- 
able tenacity. 

One particularly unfortunate result of the present over-promoted 
phase of cooperative marketing development is that great numbers of 
people who naturally can not be expected to be accurately informed 
as to the inward meaning of these events will leap to the conclusion 
that the cooperative principle has been discredited by the collapse of 
some of these too ambitious schemes. The enemies of cooperation 
will be swift to capitalize these doubts and the farmer's natural dis- 
satisfaction at having sunk some hundreds of thousands of dollars in 
such ephemeral experiments at a time when he can ill afford the loss. 

Such an occasion, however, merely presents the testing time of 
true cooperators and throws down a challenge to rural leadership. I 



84 JOURNAL OF FARM ECONOMICS. 

take it that most of us in this meeting have some fairly definite con- 
nection with the cooperative movement. It was our duty to stand 
steadily and clear-headedly by that post in the wild rush which has 
been going on toward impossible objectives. Now, when the retreat- 
ing tide breaks back upon us, it will be our duty even more emphati- 
cally to stand manfully by that post to stem the backward flood that 
it may not become a rout. If you believe as sincerely as I do in the 
efficiency of the cooperative principle as a means of helping the farmer 
to better his marketing service, you will bend your backs to the task 
of digging in at the most advanced point we can hope permanently to 
hold, consolidating any actual gains that have been made. In sound 
teaching, both within and without the walls of our respective colleges, 
by practical and penetrating investigation of the countless problems 
that cooperative marketing organizations are called upon to cope with, 
by wise counsel to those who seek our advice, by broad and sound 
training of those who are now or during the next few years become 
our students, we can do much toward perfecting methods, improving 
leadership, and informing the rank and file, and through all this to 
strengthen the cause of cooperation. 

This launches me upon the pleasanter, because constructive, part of 
my paper. And we may well begin by setting down those things 
which we may hope to see put over in this present cycle of the co- 
operative movement. The earlier propaganda period in our father's 
generation, besides a considerable amount of rainbow-chasing and 
some costly blunders, did at least establish some familiarity with the 
idea that farmers might organize their selling function jointly on the 
cooperative plan. After the wave of reaction had swept away a con- 
siderable amount of state buying, and grain export, and manufactur- 
ing business, there still were left a substantial number of local co- 
operative assembling, processing, and shipping associations, whose 
members proceeded doggedly to work out by experience the prin- 
ciples and methods necessary to the successful prosecution of the 
business upon which they had embarked. During the last few years 
many new producers' groups have decided to embark in the coopera- 
tive marketing business and are much in need of having the lessons 
of these earlier pioneers brought to their attention, and in every way 
possible both old and new local associations must be helped to put 
their work on a thoroughly business-like basis. The weakness at the 
foundation of the cooperative structure today is the lack of expert 
business management in the local association. This amateur char- 
acter of the work must be superseded by standardization of business 
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practice along professional lines, accurate and adequate record keep- 
ing, intelligent study of market outlets, price trends and buyers' 
preferences, improvement in product, and technical efficiency in 
handling it. Along with this there is much work to be done in the 
legal organization or reorganization of these associations along sound 
cooperative lines and in the proper adjustment of their finances. 

Somewhat paradoxically, you can not, by and large, in the average 
of cases, get proper organization and proficient management of local 
associations through local agencies merely. You must have some sort 
of overhead organization to develop and apply standards of manage- 
ment as well as product and to render certain specialized services 
which the local can not secure for itself economically, if at all. If 
cooperators are going to compete with other business on even terms 
or better, they must set in motion agencies which will improve the 
technique of the business and set up a strong system under which a 
not too highly salaried local man can get effective results without 
having to contribute much beyond the faithful following of a pre- 
scribed routine, extraordinary proficiency being available through 
experts when needed. 

These overhead service organizations must develop in areas which 
give them some definite commercial reason for existence, producing 
or transportation or market district in many cases, a state unit in 
others, but not a national organization, at least not for some time to 
come. (National conferences of local and regional organizations, 
either at regular intervals or on special occasions, would doubtless be 
productive of much good.) 

The perfecting of local associations along truly cooperative lines 
and with professional standards of management, all coordinated 
within such regional or state systems as to give a suitable unit of 
efficiency — this seems to be the proper point at which the present 
phase of the cooperative movement might properly aspire to set the 
goal of its achievement and the distinctive contribution of the present 
generation. 

Included in this program should be such a development of actual 
market distribution or terminal sale as can definitely justify itself and 
become established in the face of the keen competition of existing 
wholesale agencies. How much this must be will depend on the 
nature of the marketing process for each particular commodity, but, 
in my judgment, need embrace only a comparatively small fraction 
of the product in most cases. Many of our cooperative schemes are 
launched with a promise that they will set up agencies which will in 
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time cause all the given product to be marketed through this coopera- 
tion channel. Personally, I doubt that this is the most practicable 
ideal. The cooperative agency should set up an alternative channel 
which prevents the domination of private marketing institutions with 
their possibility of inefficiency of service or exploitation of the pro- 
ducer or the public. But after the cooperative organization has estab- 
lished effective competition, further progress to the elimination of 
private agencies is quite as likely to be harmful as to be productive 
of further good. The cooperative itself needs private competition to 
keep it from resting on its oars and lapsing back into the easy ways 
of inefficiency. Or, on the other hand, there is needed the alternative 
channel of private trade to keep even cooperation from becoming 
monopolistic and exploitative. 

In brief, then, the outlook for cooperative marketing will be bright 
or dim in proportion as we succeed in perfecting the organization of 
country shipping, on the one hand, and, to a lesser degree quantita- 
tively, the processes of central market selling on a cooperative basis. 
We must not forget that the technique of cooperative organization 
and operation is slower and more difficult than any other business 
form, but once it is perfected outruns and outlasts the others. Espe- 
cially in a country as vast and as diversified as ours, geographically, 
socially, racially, economically, is this true. Denmark offers no proper 
analogy for what we are talking about. 

There are many reasons to be encouraged as to the prospect for 
solving the problem just mentioned with reasonable promptness and 
in a satisfactory way. My chief reason for this optimism is due to 
the fact that we have established on a pretty adequate basis most of 
the specific agencies needed for working this process out. A genera- 
tion ago there were only one or two laws that even sought to provide 
for cooperative business, and they did so but lamely at best. Twenty 
cooperative laws were passed by the last legislative sessions of our 
various States and some forty-two now have such laws, many of 
them quite satisfactory. Furthermore, lawyers are becoming ac- 
quainted with the nature and needs of this form of organization and 
in the process of time we shall surely see the cases of cooperative 
organizations skillfully presented before judges who actually under- 
stand the nature of the business upon which they are passing judg- 
ment. Likewise, as an increasing volume of business comes under 
the cooperative form of organization, this becomes a field for the 
well-trained young business man. If opportunities for promotion in 
relatively large cooperative systems are opened up, we may expect to 
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see a type of personnel develop here which in skill and training will 
equal that of private business and will doubtless excell them in ideals 
of service. Furthermore, the individual banker, finding an enlarging 
field of credit growing up in connection with cooperative marketing 
agencies, and finding more and more competent business men in 
charge, applies himself to the task of understanding this business and 
making his bank serve its financial needs. There is a hopeful outlook 
today that, where existing credit agencies are unable to render this 
service adequately, new institutions or new procedures will be devel- 
oped to remove this disability. 

Finally, since we are a gathering here of college and departmental 
employees, it may not be out of place to mention also the help being 
rendered by the investigational and teaching activities of the institu- 
tions which we represent. We have already gathered a considerable 
body of investigational data, which should give some scientific basis 
for understanding the movement in its different manifestations and 
of guiding future efforts along right lines. In the future we should 
go much further with this work, which, if done wisely, should make 
the outlook for cooperative endeavor much brighter than in the old 
day when there was but the scantiest literature on the subject and 
that inspirational rather than scientific. 

There should be no misunderstanding of our position with refer- 
ence to the movement. If we keep our activities on a proper pro- 
fessional plane, we need have no apologies for our participation in 
cooperative affairs. It is the proper task of the trained economist 
to work for the progress of economic institutions. Our lives are not 
mortgaged to the maintenance of the status quo and the protection 
of vested interests. If we can be instrumental in adapting the co- 
operative form of business organization to the betterment of the 
farmer's marketing service, that is our duty. We may have regrets, 
but not compunctions, for any inconvenience that particular indi- 
viduals may experience in readjusting their private affairs to this 
march of progress. 

Even though we are using public funds secured by the taxation of 
all the people, no proper objection can lie against our work if it is 
really constructive in character. For then the whole public benefits 
from the economy and increased efficiency brought about. But if we 
are blind leaders of the blind, encouraging farmers who are not ready 
for it to embark in business at a point or on a basis which offers no 
real prospect of saving, if we fail to point out the pitfalls and show 
them the straight and narrow path to commercial success, then we 
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shall be blameworthy both in their eyes and those of the public. For 
cooperation then will mean dashing into business to make a failure 
for themselves and a mess for the regular trade, the business, after a 
costly period of disruption, going back into the hands of those pro- 
fessionally competent to handle it. Many a farmer whose eyes have 
been opened to the truths of science, so far as natural processes are 
concerned, is still in the age of superstition as to economic processes, 
and hence an easy prey to the quack and the promoter. At a time 
when " cooperation " is the popular catchword, many nostrums with 
the cooperative label are bound to be peddled in the rural districts. 
The outlook for cooperative marketing will be much improved if 
spurious or doubtful goods are exposed and eliminated. 

Discussion : H. W. Moorhouse, American Farm Bureau 
Federation, Chicago, III. 

I read Professor Nourse's admirable paper last evening and have 
written down the few remarks I want to make. I wish that I had 
more time in which to prepare a more studied statement. 

You are disappointed that President Howard is not here. He 
wanted me to tell you that he is sorry that he can not talk to you on 
this subject of cooperative marketing. 

The Farm Bureau program can be said to be threefold : 

i. Economic — with the emphasis on cooperative marketing. 

2. Educational — with the stress laid on economic education. 

3. Legislative — the legislation used merely as an ally of the economic 

program. 

The economic feature of the work comes first in the minds of the 
Farm Bureau leaders. To make this successful, education is essen- 
tial, and some legislation is necessary, but it should be understood 
that legislation is secondary. The Farm Bureau believes in self-help 
and wants government action only as a means to that end. 

The American Farm Bureau Federation starts with the premise 
that it is within the province of farmers not only to produce com- 
modities, but also to perform some of the functions of market dis- 
tribution, and that individually they can not perform these functions 
effectively. The corporation is the instrument to which they nat- 
urally turn in performing the work of marketing. For many reasons, 
unnecessary to discuss here, the corporation organized on cooperative 
principles best lends itself to the farmer's use. 



